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SPECULATION IN WHEAT. 

BY B. P. HUTCH1KSON. 



Speculation in breadstuffs and grains has been, and is, the 
subject of a great deal of unreasonable legislation and sermoniz- 
ing. There is a large class of would-be philanthropists who do 
not understand the facts or the first principles of what they are 
talking about. Now, in the first place, grain is a commodity, 
and every man has a right to buy and sell it. He has a right to 
buy it as cheap and sell it as dear as he can, and he must always 
buy and sell at the market price. This market price is the uni- 
versal price all over the world on any given day, and no man or 
combination of men can stand up against it. They may take 
measures to influence it, but they cannot positively control it. 
It is too mighty, too immense. We can influence the water- 
power of Niagara ; but let us find the man or men who can stop 
the cataract ! 

All operations in the grains benefit the grower, because they 
cause him to get his price paid sooner, and they are just as likely 
to put up prices as to depress themj therefore the average is 
maintained. But if there were no speculation, the farmers could 
only sell their grain to local buyers, who would be liable to get 
full and stop buying, and then the farmer would be compelled to 
wait for customers ; and in the meantime a mortgage might be 
foreclosed on his farm, even while the wheat in his bins would 
more than satisfy the mortgage, if converted into cash. Bat 
speculation, flashing its news over the wires from one side of the 
world to the other, keeps the market always open to him. Chi- 
cago, St. Louis, Minneapolis, practically lay down gold dollars 
on the threshold of the most remote barn in Dakota ; and all this 
just because these cities furnish busy speculators, whose brains 
and knowledge command the moneyed resources of the whole 
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United States so far as wanted, and so far as every dollar is repre- 
sented by standard grain at the market price, less a fair margin 
for the bankers. 

Grain operations benefit the consumer also ; because when 
there is an excess of breadstuffs, a low price stimulates consump- 
tion and gives him a big loaf ; and when there is a deficit, a high 
price enforces economy and teaches him to eat more potatoes and 
esculent roots and less bread, and thus to give his neighbor a 
chance at the loaf. In plentiful times men are apt to waste flour. 
When there is a short crop, then speculation in the form of 
capital — provident, thrifty capital, the daughter of economy and 
the sworn enemy of wastefulness — steps in, takes the precious 
wheat, and says : " Now each of you inhabitants of the planet 
can have your share, and as much as is good for you ; but these 
are times of dearth, and in order to keep you from using more 
than your proper share, the price must be raised on you." This 
follows from a wise law of trade — which we cannot do away with, 
and ought not to try to do away with — that scarce things must 
be dear. Make the loaf small and dear if the crop is small ; then 
no one will waste it. Diamonds are small and dear, and no one 
wastes them ; but a man can fling diamonds into the sea with a 
better conscience than he can waste bread when the world is 
hungry. 

We do not really know how wise capital is in dealing with food 
until we put an extreme case. Suppose there were but one bushel 
of wheat in the world, and a parcel of hungry men were fighting 
for it, to eat it, and thus ignorantly destroy the future food crops 
of the planet. Capital steps in and lays its hands on the bag and 
says : " The price of this bushel of wheat is five hundred millions 
of dollars." This disperses the small hungry mob, and saves 
humanity in its total. That bushel of wheat, if really the only 
surviving bushel, would be worth more than Manhattan Island 
with every building on it full of merchandise. This is an extreme 
case, but the principle holds good. Capital guards against waste 
and protects the future of the people. It is like a strong soldier 
with a shield guarding a city gate against marauders. And 
speculation is only another name for capital in active motion. 

If the Kussian Czar has forbidden the export of rye from his 
dominions, he is strictly within his rights, if he is indeed the 
father of his people, as he claims to be ; but this measure is tem- 
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porary. Other countries will get through the season without it, 
and their people will be encouraged to till more acres and raise 
more rye. Russia will have an unsold surplus and will have lost 
valuable customers. This is a general way of looking at it ; we 
do not know all the particulars. The report of the Czar's ukase 
has made richer every American farmer who has rye on hand, 
and also every miller and dealer who has it. And the bakers 
still furnish the usual-sized loaves of rye bread for five and ten 
cents. A number of worthy people have been benefited, and no 
one has been hurt ; at least in the United States. People who 
sold rye futures short have lost money, but that is a business risk, 
and if they do not grumble, the public is not called upon to shed 
tears over their losses. 

I was connected with a big movement in grain in September, 
1888. That movement raised prices and diminished the size of 
loaves until the next crop. There was a short crop in the United 
States and Canada that year ; wheat had been hammered down 
to seventy cents or thereabouts, during two or three years pre- 
vious, and it seemed only fair to give the farmers a chance. The 
farmers did not get all the profit of the rise, but they got a good 
deal, probably their fair share. Labor must not grudge a divi- 
sion with capital. It takes capital to move and market the prod- 
ucts of labor ; and both are entitled to receive wages. 

I have studied this subject closely and for a long time ; and if 
farmers are hostile to boards of trade and futures, in my opinion 
they are mistaken. The speculator it is who is bitten and gets 
hurt nine times out of ten. Look back fifty years. How many 
have gone where the woodbine twineth, as "Jim" Fisk said. 
There is still one speculator, gigantic in schemes, though small 
of body, who, when his counsel asked him, " Well, how far do 
you want to go with this thing ? " replied : " To any extent that 
does n't land me in the penitentiary." What do you think of 
operations that just graze the door of the penitentiary ? But you 
cannot overissue grain. You must deliver or go broke. Dis- 
honest dealings in grain are almost impossible, but many of the 
speculators fail to fulfill their contracts. The farmers do not 
lose by such men. A speculator fails and his margins are wiped 
out, but the owner of a thousand bushels of wheat has got his 
wheat, and wheat is still another name for -cash at the board of 
trade. 
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When the operator overdoes things, the penalty follows closely. 
I once figured that under no circumstances could more than three 
millions of bushels of wheat be tendered to me on my contracts 
for September. On the last day of the month, over and above 
the three millions, came three hundred and thirty thousand 
bushels, and it was just this, and not the other, that seemed ex- 
cessive. Wheat from St. Louis and from Detroit met that day 
and poured down on my shoulders ! Mr. Cleveland paid me a 
fine compliment without intending to do so. Some Ohio men 
sent a delegation to Washington to get Harper, of the defunct 
Fidelity Bank, out of the penitentiary. "Ben" Butterworth 
(now secretary of the World's Fair) was spokesman. He said to 
the President : " Harper didn't do anything different from Mr. 
Hutchinson in September grain ; he tried to corner the market." 
Mr. Cleveland looked at him. " Oh yes," he said, " I see a 
difference : Mr. Hutchinson used his own money, not that of de- 
positors and stockholders. An owner differs from a trustee." 

Let us look for a moment at conditions which must please every 
good American citizen, and tend to make him feel proud of his 
country. The farms of onr great Northwest may not go on feed- 
ing Europe forever ; they will be better employed in furnishing 
bread for the immense population that will occupy, before many 
years, the territory between the Mississippi and the Atlantic. 
The South will raise more wheat and corn ultimately, but, after 
all, the Northwest will always help feed the Southwest and the 
East. 

Minneapolis is the great primary home market for choice 
wheat. That city turns out more barrels of flour than any 
other milling place of the world. Minneapolis now excels Buda- 
Pesth in eastern Germany (Austro-Hungary) as a flour-producer. 
Until lately Buda-Pesth was the star milling city of the planet ; 
now Minneapolis eclipses her. Minneapolis was settled by New 
England men. One of the brightest and most famous of these 
millers, Charles Pillsbury, whose flour is equal to the best in the 
world, came from Swanzey, in Cheshire County, N. H., in which 
rustic old town Denman Thompson located the scenes ofl the 
"Old Homestead." 

As to the outlook in all directions, leaving out Asia and 
Africa : the grain crops of Germany are short ; France undoubt- 
edly short ; -Great Britain will not reap an average ; and Russia 
vol. cliii. — so. 419. 27 
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short — not a usual amount for export. But I never yet have seen 
a short crop that was not disappointing to those who look for 
absolute famine. Unexpected supplies turn up in unlooked-for 
quarters. There are numbers of small and far-seeing farmers who 
secretly hoard grain against short seasons. These supplies will 
all come out this year and mitigate the dearth. 

South America will have from the Argentine Republic a sur- 
plus of perhaps 30,000,000 bushels. For this Brazil would seem 
to be the most natural customer, but the Argentines are so deeply 
in debt to England and British traders are so powerful in Buenos 
Ayres that probably England will get it all. The United States 
will therefore continue to supply Brazil with flour, and she will 
pay with bills on London drawn at Rio. Our direct trade with 
Brazil mainly consists in paying her cash for coffee. Reciprocity 
does not yet amount to much as to Brazil. 

The United States beyond all dispute has an enormous crop. 
At the time when I write these lines the wheat berry is beyond 
danger from frost, insect, or mildew ; and corn nearly so. Corn 
will not be an excessive crop. Oats are unusually heavy in weight ; 
they will average one-quarter heavier than last year. That is 
clear gain of nourishment, and therefore of value. 

No one can accurately state how many bushels of wheat we 
shall export, but we can supply all deficiencies and money will 
flow freely to us from Europe, if we do not put our prices too 
high. There is such a thing as charging more for a loaf of bread 
than the average customer can pay. We must not forget that the 
working classes everywhere are the main consumers of bread ; and 
these people have only their wages to spend. We might, if ex- 
cessively greedy of money, drive them to using substitutes, and 
that would be bad for both sides. In the interior of Cuba, San 
Domingo, and Brazil the poorer classes never see bread at all ; 
they make a cake of yucca or cassava roots, and that is their 
bread. It is a farinaceous food, and it answers because it has to 
answer. The Scandinavian peasants mix half flour and half 
ground tree-bark in their loaf. If we crowd them too hard, they 
can go through one season on one-quarter flour and three-quarters 
bark. These facts must be considered by our dealers and specu- 
lators. 

Some of the reasons why we supply Europe are these : We 
have a new soil and plenty of acreage. We use implements that 
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cheapen the cost of production and make the labor of harvesting 
seem like the sport of the fairies in the story-book. A large 
farmer, for instance Oliver Dalrymple, who has a world-wide 
reputation, gets up early in the morning and starts from ten to 
forty reapers. The field may occupy from five hundred to five 
thousand acres, smooth and level. Each reaper cuts and binds. 
That field has a different look at evening. The farmer states 
that after the grain from these fields is threshed out it costs him 
about thirty cents a bushel, with a good yield. " Dollar wheat " 
at Minneapolis, or Lake Superior City, or Duluth, means a great 
deal to this farmer. 

English syndicates have invested largely in flour-production 
in the Northwest. They are interested in the great Minneapolis 
mills, which are among the industrial triumphs of the nineteenth 
century. There are also syndicates that carry on the business of 
buying wheat throughout the back country, storing it in 
elevators, and sending it to the mills as needed. These syndicates 
are backed by practically unlimited capital ; and since they 
always have money, or grain to show for their money, their credit 
is above question. 

There is no doubt that gold will come to the United States 
from Europe in exchange for grain. Some writers say that Europe 
will send us goods instead of money ; but goods are not legal- 
tender, and I do not see why we should take goods as payment 
unless we want such kind of payment. This money will permeate 
all the channels of business, create great prosperity, and stimulate 
all sorts of speculation, healthy and unhealthy. A great many 
people will have money who do not know how to use it ; there- 
fore they will lose it. These sums of money, as they are being 
tossed about hither and thither, will eventually become lodged in 
the hands of men who know how to get and to keep capital. The 
years 1891-92, with their wheat crop, will represent a memorable 
era in trade history. 

B. P. Hutchinson". 



